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2 KEY ECONOMIC INDICATORS ; SURINAM 


All Values in Million U.S. $ Exchange Rate aw of 12/31/1971 
unless otherwise indicated. U.S.$ 1.00 = Sf. 1.77 
E = Estimate A B Cc D E 
Cumu- Rate of 
lative % 
Income, Production, Employment : 1969 1970 1972 #Change Growth 
1) GNP at Current Prices (1970) 231.7 254.6 N.A. +° 10.4 + 10.4 
1) GNP at Constant (1968) Prices (1970) 226.9 245.7 NA. + 8.3 + 8.3 
1) GDP at Current Prices (1970) 276.9 297.2 NA. + 27e3 + 703 
1) Per Capita GNP. Current Prices (1970)($) 593.7 636.1 N.Aw + 7el + 71 
1) Plant & Equipment Investment (1970) 18.3 11,0 N.A. - 40.0 - 40.0 
Indices: 
1) Industrial Production N.A. NA. N.A. 
1) Avg. Labor Productivity (thousands) 6.12 5.98 N.Awg = 23 = 2.3 
1) Avg. Industrial Wage ($ thousands) 2.54 2.75 N.Aw + 8.24 8.2 
Personal Income N.A. NA. N.A. 
2) Employment (1971) (thousand) 83E 89.7E 91.4—E + 1.7 + 1.7 
2) Avg. Unemployment Rate (%) 25%E 26%E 27%E + 3.9 + 3.9 
Money and Prices: 6/30/71 
3) Money Supply (1971) 73.4 85.7 82.9 = 3.3 = 6.6 
6/30/70 6/30/71 
3) Public Debt Outstanding (1971) 82.7 90.5 101.5 + 12.2 + 12.2 
6/30/70 6/30/71 
3) External Debt (1971) 70.4 74.8 85.8 + 14.6 + 14.6 
3) Interest Rate (Central Bank) (1971) 5% 5% 5% 0.0 0.0 
3) Interest Rate (Commercial Banks) (1971) 
Prime 5% 5% 6% + 20.0 + 20,0 
Average 6% 5.5-7.5% 6.5-8% + 11.5 + 11.5 
Indices: (1969) = 100 (1971) 
4) Retail Price (1969) (1971) 102.1 104.1 104.0 
Balance of Payments and Trade: 
3) Gold & Foreign Exchange Reserves (1970) 41.1 42.0 47.6E + 13.3 + 13.3 
3) Balance of Payments (1970) + 4.2 +6.3 N.A, + 50.1 + 50.0 
3) Current Account (1970) - 21.8 23.4 NA, = 7.3 = 743 
3) Capital Account (1970) + 25.9 429.7 WA. ¢& 4c? + 1467 
3) Balance of Trade (1970) + 25.3 2622.4 NA, - 11.8 - 11.8 
4) Total Exports, (FOB) (1970) 135.0 137.6 NA. + Bl @ Bel 
4) Exports to U.S. (Value) (1970) 54.8 55.6 N.A. + 1.8+ 1.8 
4) Imports, CIF 109.7 115.4 N.Aw + 5.24 Se2 
U.S. Share (%) (1970) 39.8% 35.7% N.A. = 10.3 = 10.3 


4) Main Imports from U.S, (1970) (Values in $ Thousands) (000 Metric Tons unless 
otherwise stated). 

Ammonia, caustic soda; Caustic Potash & Other inorganic compounds 396; Value 
123 ; Structures of Iron & Steel 507, value 279 ; Briquettes, ovoids & similar 
solid fuels, excluding coal 1034, value 969 ; Motor Vehicles load capacity 
4 tons or more (units) 620, value 1622 ; forklift trucks 366, value 1284; 
Lifting, hoisting, loading & unloading machinery for mining (units) 246, 
value 902 ; Not for mining (units) 17, value 782. 


Sources: 
1. Surinam Planning Bureau 
2. Ministry of Labor and Public Housing 


3. Central Bank 
4. Statistics Bureau 
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SUMMARY 


According to Official statistics Surinam's economy picked itself up 
from virtual stagnation in 1969 and the Gross National Product grew 
at the remarkable rate cf 10.4% in 1970. There is some question, 
however, as to whether the picture was actually quite so rosy con- 
sidering that labor productivity was down, wages up and industrial 
investment considerably down. The public debt also grew at a rate 
of over 10%. 


The Netherlands signed an agreement with Surinam in October, 1971 
providing Nf. 400,000,000 (about US$125,000,000) in loans and grants 
over the next five years for Surinam's development. Old loans were 
also rescheduled under the Agreement. 


Surinam's balance of payments remained in very good shape during 
1970 and 1971 is expected to be at least as good a year, as sales 
of Surinam's principal exports held up well. 1972 may see a decline 
in payments surplus due to the necessity of servicing the debt to 
Netherlands and depressed prices for bauxite and its derivatives. 


The Government has published a Joint Venture Strategy which will 
guide the capital mix in future foreign investments in Surinam in 
certain areas of the economy. The Government will require a 50% 
participation in the exploitation of Surinam's natural resources, 
Its first joint venture was signed with the Reynolds Metals Company 
in 1971. 


Brazil began to enforce its claimed 200 mile sea limit in June 1971. 
After initial problems, Surinam was able to work out a temporary 
arrangement whereby boats based in Surinam were able to continue 
shrimping in these waters. A permanent solution is now being sought. 


Although world prices were depressed and markets contracted, Surinam's 
sales of bauxite and its derivatives held up fairly well in 1971 with 
only aluminum failing to show a gain over 1970. ALCOA is now pros- 

pecting in French Guiana for bauxite which will be refined in Surinam. 


The Weyerhaueser Company has for the moment abandoned its plans to 
set up a pulp mill in Surinam. Some Government officials think that 
the abandonment will be permanent. 


Implications for the United States of the above are: 


Investment from the U.S. will be welcome but will 
have to conform with the Government's joint venture 
strategy; 


Surinam's trade is going more and more to Europe but 
a few lines, such as heavy equipment, show promise 
for American sales. With the advantage of the U.S.'s 
improved rate of exchange our sales should pick up if 


American businessmen pay close attention to the market ; 


The new Five Year Plan will give good opportunities 
to U.S. firms to bid on public works projects. 





CURRENT ECONOMIC SITUATION AND TRENDS 


Surinam's economy showed remarkable growth in 1970 despite a very 

low and declining -level of plant and equipment investment. This 

was the result of large infusions of development aid from the Dutch 
and the European Economic Community into infrastructural projects. 
Unemployment continues to rise and only emigration to the Netherlands 
has kept the situation within limits. 


GNP Gives False Growth Picture 


Although Surinam's GNP is described by official figures as having 
grown by over 10.4% in 1970, this gives a somewhat distorted view 

of Surinam's economic health. Indeed the general impression among 
Government Officials and economists is that Surinam's economy is in 
very poor condition and that real economic growth was virtually nil. 
A look at the key economic indicators gives some hint of this - labor 
productivity off 2.3% and wages up 8.2% ; unemployment up; plant and 
equipment investment down 40%. On the monetary side the public debt 
has been increasing at a 10% rate for several years and was up 12.2% 
in 1970 - the result of postponing servicing of its several loans 
from the Dutch. The trend is toward the further worsening of these 
unfavorable indicators, at least in the short run. Growth in the 

GNP appears to be chiefly attributable to the various aid, schemes 
going forward to keep Surinam afloat - principally the Dutch developx 
ment grants and loans, the European Economic Community (EEC) Develop- 
ment Funds and the United Nations Development Program (UNDP). The 
rate of inflation is probably greater than that indicated by the 
constant price GNP* which would reduce real growth to a figure equalling 
external aid plus some marginal growth in the bauxite, alumina and 
aluminum industries. 


Despite the picture of a relatively modest increase in the cost of 
living given by the retail price index, there are widespread com- 
plaints about the rapid increase in the cost of things. Labor unions 
are taking a particularly aggressive stance en wages, and demanding 
(and getting) increases of 15% and more when contract bargaining time 
comes around. The important Suralco and Billiton labor contracts 
expire in the first quarter of 1972 and bargaining is expected to be 
tough as the respective unions are expected to demand at least 15% 
wage increases plus improved fringes. 


The Government instituted price controls in February, 1971 in an 
attempt to keep the economy in line but the net result seems to have 
been the virtual disappearance of many formerly imported items from 
store shelves. According to the importers the prices were set un- 
realistically low and the margin allowed over C.1I.F. value was not 
enough to cover the cost of local freight and distribution- not to 
mention a profit. In some cases controlled items have been sold 

at a loss and uncontrolled items have been sold at a higher markup 
to make up the difference. 


*) The deflator used is based on the consumer price index which is in 
turn based on a 1968-1969 study of average consumption by households 
whose income averaged US$2,760 per annum. The CPI is widely criticized 
AS DO ting a true picture of Surinam's inflation. 








The Government allowed some controlled prices to rise during 1971 but 
not sufficiently to encourage the importers to again import some 
items - particularly butter. 


New Five-Year Plan Begins 


fhe Dutch and Surinam Governments signed a protocol of conclusions on 
October 27, 1971 in which the Dutch promised Surinam 400 million 
Netherlands Guilders (US$125 million) over the next five years. Sixty 
percent of this sum is allowed as a direct grant ; thirty percent is 

a loan from the Cabinez; of the Vice Minister President a; 2.5% interest 
per annum; and ten percent is a loan from the Netherlands Development 
Bank, also at 2.5% interest per annum. The funds are repayable in 30 
years with an eight year grace period commencing at the end of 1976. 
The Netherlands also agreed to quarantee any loans through the World 
Bank up to a total of 25% of the £400 million ceiling. Surinam's 
unpaid obligations to Netherlands under the 1954-1963 Ten Year Plan, 
the 1962 Development Plan and the interest free "tiding over" (bud- 
getary support) loan of 1964 were converted into 30 year obligations 
ay 2.5% interest per annum beginning on January 1, 1972 with the first 
payment due during 1972. Unmade payments on these latter obligations 
will be charged against the £400 million available for the new Five 
Year Plan. The Agreement provides for Dutch consultation on and 
approval of projects to be covered. 


Surinam plans to direct its development efforts using this and EEC, 
UNDP and World Bank aid into the following areas: 


Construction of the rail line and other facilities 
called for under the agreement with Reynolds; 


Development of rice and coconut planting in the Nickerie 
area; 


Development of slaughter cattle herds, shrimp and fish 
farms ; 


Extension of banana culture; 


Study of the possibility of water s;,orage in the Nickerie 
river for irrigation purposes; 


Building of secondary roads from forest exploitation and 
other forestry projects ; 


Extension of small industry including the building of 
industrial flats; 


Improvement and extension of the primary road net; 
Bilharzia control and development of potable water systems; 
School construction, principally technical schools; 
Housing; 


Social benefit development such as health insurance, public 
housing, training schools for adults, social security, 
medical training. 


The Planning Bureau has well defined plans for each of these sectors 
and the problem of a few years ago of being unable to expend available 
development funds seems to have disappeared. 


Favorable Balance of Payments Continues 


Surinam continued to enjoy a favorable balance of payments in 1970. 
The monetary inflow consisted mainly of: 


(1) an excellent trade balance reflecting good sales of 
bauxite and its derivatives and plywood, bananas and rice ; 


(2) continued large scale development aid from the Dutch, ‘the 
EEC and the UNDP; 


(3) apparently large remittances from Surinamers working in the 
Netherlands to the folks back home. 


These factors continued into 1971 and should produce at least as good 
a year as 1970. The year 1972, however, will see the beginning of 
Surinam's debt servicing to the Netherlands, which probably will 
produce a small decline in the capital account. Imports of materials 
for development projects should also step up, contributing to a wor- 
sening of the trade balance. Bauxite, alumina and aluminum exports 
are not expected to rise and world prices are depressed, so it is 
possible that the trade balance could go slightly in the red, 


Surinam Adjusts Monetary Parity 


The Surinam Guilder was adjusted from a rate equivalent to Sf. 1.00 = 
US$.535 to Sf. 1,00=US$.565 on December 27, 1971. The adjustment 
reflected Surinam's desire to keep its parity reasonably in line 

with the Dutch Guilder but to avoid toosharp a drop in its guilder 
receipts from its exports, most of which are sold under dollar 
contracts. The solution was to set its new parity at a point which 
devalued the Surinam guilder about 5% from the Dutch Guilder's new 
parity but revalued it about 5% with relation to the US Dollar's 

new parity. 


Joint—Venture Strategy Pursued 


On June 21, 1971 the Government released a document entitled Surinam's 
Join¢-Venture Development Strategy. The brief pamphlet set forth in 
clear language Surinam's attitude toward future investment. In it 
investments in utilities are reserved for the State. Small investments 
are for local capital. Large investments in Surinam's natural re- 
sources are reserved for joint Surinam Government-foreign private 
capital ventures (as in the case of the Reynolds investment - see 
below). Surinam has already taken a majority position (with generous 
compensation) in the Dutch-owned Paramaribo area electricity and gas 
company and all other planned investments have been required to comply 
with the terms of the "Strategy". The trend in this case is clearly 
toward greater Government participation in the economy. 
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Fisheries Problems With Brazil 


On June 1, 1971 Brazil began to enforce its claim to territorial 
waters extending 200 miles from its coastline. About 60% of the 
shrimp caught by the (moszly United States owned) boats based in 
Surinam come from about 40 miles off the coast of Brazil. Brazi- 
lian gunboats and airplanes warned foreign boats in these waters 

not to fish and to depart immediately. Boats which failed to 

obey these instructions were midly harrassed and, in one alleged 
case, boarded by Brazilian sailors. Surinam negotiated a temporary 
agreement with Brazil for the continued use of Brazil's claimed 
waters until the end of the season in October and is now, along with 
other affected countries in the area, seeking a permanent solution 
to the problem. Until the matter is settled the outlook is, at 
best, uncertain. Surinam had been looking to shrimping as one of 
its best growth prospects. With the final expiration of the Surinam 
American Industry Ltd.'s (SAIL - a subsidiary of Bumble Bee Sea- 
foods of Astoria, Oregon) monopoly on shrimp processing in August 
1971 it was anticipated that other companies would take advantage 

of Surinam's favorable geographic location, tax laws and liberal 
import policy (parts and supplies for shrimp boats enter duty 

free). Brazil's actions placed these prospects in jeopardy. 


Bauxite Industry Has Relatively Good Year 


The year 1971 was little short of disastrous in the world aluminum 
industry as the general ill health of the world's economy and the 
consequent decrease in growth rate caught the aluminum makers with 
greater amounts of production capacity than ever and no place to 
sell it. The net result for Surinam was a sharp reduction in sales 
of aluminum by SURALCO (The Surinam Aluminum Company, a wholly owned 
subsidiary of the Aluminum Company of America - ALCOA) in 1971. 
Sales of bauxite and alumina held up well, however, for mos; of the 
year and alumina production in fact set a new record as the total 
capacity of a million tons of the SURALCO refinery at Paranam 

was reached, 


There is general optimism about the aluminum industry's prospects 
for 1972 and both SURALCO and Billiton (a subsidiary of the Royal 
Dutch Shell group) expect to at lea,t maintain their sales at 1971's 
level. Surinam's Governmeny revenues, which are heavily dependent 
on income from taxes on profits on the sale of bauxite and its 
derivatives, will be in serious deficit if the Companies’ optimism 
proves unfounded. 


It appears that ALCOA may be mining bauxite in the near future in 
French Guiana. The Company finally achieved an agreement with the 
French Government to mine and export the ore body in the Mountain 
of Kaw and intensive exploration work is going forward to fix the 
alumina content - believed to be around 40%. The Company also 
achieved agreement with Surinam on the refinery of the ore at the 
SURALCO plant: in Paranam into alumina. ALCOA plans to build 
additional refining units at Paranam for this purpose if the ore 
is sufficiently rich. 


Reynolds Metals Company has se, up a Surinam subsidiary, Reynolds 
Surinam Mines, Ltd. to handle its end of the joint venture with 
Surinam for bauxite mining. The Surinam Government has formed the 
Grasshopper Aluminum Company N.V, to do its part. The final agree- 
ment approved on August 14, 1971 provides among other things that: 


1, There are two concession areas, the Bakhuys Mountains 
concession and the Coppename concession; 


2. The Government and Reynolds each hold a half interest 
in the Bakhuys concession and Reynolds holds all of the 
Coppename concession with the Government retaining the 
right to participate up to 50% in the future; 


3- Depending on the amount of exploitable bauxite in the 
Bakhuys area an alumina refinery of a certain size must 
be built within a given term of years. If, for example, 
90 million tons of bauxite are proven to exist an alumina 
refinery of 400,000 metric tons capacity expandable to 
800,000 tons capacity must be built; 


4. The Government must build a railroad from Apoera to the 
Bakhuys mountains when 50 million tons of bauxite are proved. 
It must at the same time asure navigability of the Corantijn 
river for 5000 ton barges from Apoera to the sea, 


Other provisions in the agreement concern concession payments, length 
of concession and provision of electric power if the Kabalebo Dam 
Project results in power availability at US$.004 per kilowatt. 


At the moment Reynolds is actively prospecting in both concessions 
but no results have yet been announced, Reynolds is required to 
turn all of its data over to the Government and to make a judgement 
as to the value and amount of bauxite discovered within a month of 
being requested to do so by the Government. No request has yet been 
made for this information. 


Weyerhaueser Investment Postponed 


The Weyerhaueser Company's plans to develop a pulp mill in Surinam 
have been postponed indefinitely according to Government sources. 
Although Weyerhaueser has not said so, some Government sources believe 
that the postponement may be permanent, as Weyerhaueser has failed 

to give any idea as to when it might reconsider its position. 


IMPLICATIONS FOR THE UNITED STATES 


U.S, Investment Encouraged 


Since Surinam's bauxite industry is now largely United States owned 
and potentially even more so (The Reynolds' investment) the continued 
viability of Surinam's economy is of more than passing interest. 

The continued growth of unemployment and underemployment could create 
an explosive situation where unemployed youths on some pretext took 
to the stree;s to demand jobs and the end of foreign control over 
Surinam's principal source of income. 
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Surinam recognizes this and is anxious to acquire new investment 
from abroad to provide the thousands of jobs needed. Among 
advantages it offers are: a stable political climate; tax and 
other financial incentives; a relatively well-educated work force; 
unrestricted remittance of profits; and a favorable history of 
faithfulness to its commitments. Potential investors will have 

to bear in mind, however, that the Surinam Government will require 
investments in natural resources 40 be joint ventures with 50% 
Government participation. Further, local banks are extremely 
conservative and are not generally receptive to requests for de- 
velopment capital. An inves;yor must therefore plan to provide 

all or substantially all of his financial needs from outside 
Surinam or out of company-generated cash flow. The Government of 
Surinam will, in most cases, provide infrastructural improvements 
to plant sites if it feels that an investment meets Surinam's 
developmental needs, 


U.S. Losing Trade to E.E. C. 


In the first full year of the reverse preferences granted to EEC 
goods (a 5% tariff preference in most cases) imports from the EEC 
rose to nearly 32% of Surinam's total imports of US$115.4 million 
in 1970. The United States remained Surinam's number one supplier 
with 35.7% but its share was down 10.3% from 1969 while the EEC's 
share was up 3.2%. Japan and China (including Hong Kong) also 
increased their shares to some extent. 


The fall in the U.S. market share was somewhat sharper than anti- 
cipated. This seems to result from the steep drop in investment 
experienced by Surinam in 1970 as capital machinery, structures 
and heavy equipment are the U.S,'s principal exports to Surinam, 
This being the case, prospects for exports to Surinam from the 
United States remain poor. Investment of all kinds remained at 

a very disappointing level in 1971 and shows few prospects of 
improving in 1972. The few bright spots might be in earth moving 
equipment (road building and other projects on the land) fishing 
equipment (for the shrimping fleet) and cold storage equipment 
(attracting a good deal of interest lately). 


The United States has, of course, benefitted by Surinam's adjust- 
ment of its rate of exchange. The new monetary parities have nulli- 
fied the 5% advantage that the EEC countries enjoyed and many 
United States items, particularly canned and frozen foods have 
become much more competetive with the European imports. Surinam 
will be getting the same number of dollars to spend from its ex- 
ports and will probably want to spend them where they go the 
farthest. American businessmen will, however, have to go after 

the market to make their sales. Most American businessmen with 
whom the Consulate General has had contact have found their efforts 
rewarded with significantly increased sales in this small but re- 
latively rich market. 


ll 


Five-Year Plan Offers Opportunities to U.S. Business 


According to Ministry of Public Works officials it is rare indeed 
for United States firms to bid on public works projects in Surinam. 
The one exception in recent history was an International Telephone 
and Telegraph affiliate's successful bid on the expansion and up-=- 
dating of the Surinam telephone net. There will be numerous oppor- 
tunities for U.S. construction companies and equipment suppliers 

to participate in projects financed by the new five year plan 

funds provided by the Dutch. The railroad in Western Surinam, for 
instance, will need track, rolling stock and signalling and swit- 
ching equipment. The several water storage and hydroelectric 
schemes will require structural steel, generators, and engineering 
and technical services. The Governments efforts to build Surinam's 
Slaughter cattle herds up will require imported breeding stock. 





* U.S. GOVERNMENT PRINTING OFFICE: 1972—481-590/88 





